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INDEPENDENT AUDITORIS ~EpORT 

I have audited the accompanying general ~ ur ose financial 
statements of Gravity Drainage District NO. 1 o f 

P
the Parish of 

Livingston, State of Louisiana, ("the District"), a component 
unit of the Livingston Parish Council, as of and ~or th~ ye ear 
ended December 31, 2002, as listed in the table of contents. 

I conducted my audit in ~ccordance with auditing standards 
generally accepted in the united StAtes of America and the 
standards applicable to finanoiKl audits contained in Government 
Auditing Stand-- de, issued by the Comptroller General of the 
united States. Those standards require that I plan and perform 
the audit to obtain reasonable assurance about whether the 

evidence supporting the amounts and disclosures in the general 
purpose financial statements. An audit also includes assessing 
the accounting principles used and siqnificant estimates made by 
management, as well as evaluating the overall qeneral purpose 
financial statement presentation. I believe that my audit 
provides a reasonable basis for my opinion. 

In my opinion, the general purpose financial statements 
referred to above present fairly, in all material respects, the 
financial position of Gravity Drainage District No. ~ ef the 
Parish of Livingston, State of Louisiana, as of December 31, 
2002, and the results of its operations for the year then ended 
in conformity with accounting principles generally accepted in 
the United States of America. 



 

In accordance with Government Auditing Standards, I have 
also issued my report dated May 20, ~003. on my consideration of 
the District's internal control over financial reporting and my 
tests of its compliance with certain provisions of laws, 
regulations, contracts and grants. That report is an integral 
part of an audit performed in accordance with Government Auditing 
Stand. de and should be read in conjunction with this report in 
considering the results of my audit. 

Baton Rouge, Louisiana, 
May 2O, 2OO3. 



N E lL G . FE R R A R I 

~ o~ AOUOE. LA 70816 

REPO~  0~ C0~ LI~ CE ~ D O~ ~ T~  CO~ ROL OVER ZI~ CI~L 
REpORTI~C ~ASED 0~ ~m AU0IT 0F FI~ CI~t S~ATE~ N~S PERF0~ ED 

TO the Board of Commissioners e~ 
Gravity Drainage District No. ~ of the 
Parish of Livingston, State of Louisiana. 

I have audited the general purpose financial statements of 
Gravity Drainage District NO. 1 of the Parish of Livingston, 
State of Louisiana, ("the Distri=t"), a component unit of the 
Livingston Parish Council, as of and for the year ended December 
31~ 2002, and have issued my report thereon dated May 2O, 2003. 
~ conducted my audit in accordance with auditing standards 
generally accepted in the United States of America and the 
standards applicable to financial audits contained in Government 
Auditing Standards, issued by the Comptroller General of the 
United States. 

ComDllance 

As part of obtaining re~sonable assurance about whether the 
District's general purpose flnancial statements are free of 
material misstatement, I performed tests of its compliance with 
certain provisions of laws, regulations, contracts and grants, 
noncompliance with which could have a direct and material effect 
on the determination of financial statement amounts. However, 
providing an opinion on compliance with those provisions was not 
an objective of my audit, and accordingly, I do not express such 
an opinion. The results of my tests disclosed no instances of 
noncompliance that are required to be reported under Government 
Auditing Standards. 

In planning and performing my audit, I considered the 
District's internal control over financial reporting in order to 
determine my auditing procedures for the purpose of expressing my 
opinion on the general purpose financial statements and not to 
provide assurance on the internal control over financial 
reporting. My consideration of the internal control over 
financial reporting would not necessarily disclose ~ii matters in 
the internal control over finan~ial reporting that might be 
material weaknesses. A material weakness is a condition in which 
the design or operation of one or more of the intern~l control 
components does not reduce to a relatively low level the risk 



that misstatements in amounts that would be material in relation 
to the general purpose financial statements being auditQd may 
occur and not be detected within a timely period by employees in 
the normal course of performing their assigned Zunctions. I 
noted no matters involving the internal control over financial 
reporting ~nd its operation that I consider to be material 
weaknesses. However, I noted other matters involving the 
internal control over flnanci~l reporting that I have reported to 
management of the District in a separate letter d~ted May 20, 
2003. 

This report is intended solely for the ~nformation ~nd use 
of management, the Livingston Parish Council, and the Legislative 
Auditor of the Stnte of Louisiana and is not intended to be and 
should not be used by anyone other than these specified parties. 



 



COMBINED SALANCE SHEET- ALL FUND TYPES AND ACCOUNT G~OUPS 

Grav~ Dr~E.~  District ~o I o~the Parish of Liv~.~to~, State of Lo~r~i~.~ 
A compo~e.t U.it of th~ Li~i.g~to. P~r~h Co~.~, 

ASSETS 

D~po~  
L~,d. b~ld~n~, ~ o~p~ .~, ~r.~t~,~ ~ ~eh~d~ 

~over~m~ntal 
FundT~pe AccountGroug 

Gener~ 

S 7~9143 S 0 S 789143 
389497 0 ~89,497 

<13821) 0 <13821 

352~ 0 3~2~9 

To[~]~ss~ts $ 1,497,9~7 $ 936478 $ 2434445 

Deferred State reve,ue sh~ring 35269 0 35269 

Eq.~ty ~ aoth~,c~elt~: 
Investmen~in generalfi~ed assets 
F~,d b~l~  
~es~enatedlorGray'sCr~e~Dt~ers~onPr~ject 

0 936~78 936,478 

131,258 0 131~258 
1,303~42 0 I~3031842 

Total ~quity ~  ot~er credits 1,435.100 93~478 2,371,S78 

Tot~lli~bilrlie~ ~ uity~ndo~hercr~d~ls ~ 1,497,9~7 $ 93~,478 $ 2434445 



STATEMENT OF REVENUES, EXeE~DITURES AN~ C~AN6ES m ~UND BA~ NCES 
GE~ R,~L ~UND 

Gr~vlty 0~i.~  District No 1 ofth~ P~  of Livingston, S~t~ of Lo~l~l=n~ 

%~' 
REVENUES 

S~I~S 

I~te~ t incom~ from la~ p~ymenL of ad ~lo~m I~~~ 

~ o~ r~ o~ 

EXPeNDiTURES 

H~  io~u,~  

T~ oo~ 

~ni~o~  

~U~  B~L~NCES 

$ 45~,859 
2~974~ 
1~860 

21,332 
271613 

796r412 

6,27O 

24234~ 

The a~ mp~nyiNg ~te~ ~re a~ i~tegr~[ ~a~ of (his S~a~em~nt 



STATEMENT Or REVENUES. EXPENDtTURES. AND CHAN~ES IN ~UND BA~ .CE 
BUDGET C~ e BASIS) AND ACTUAL - GENERAL FUnD 

For ~  Y~  E.d~d D~ mb~r 31,200~ 

W ,i 

R~VENUES 

Sal~ 
A~ v~lor~m 
Int~r~t i~om~ from I~t~ ~ym~l of ~d wlor~m ~x~ 

Total r~venu~ 

~XPE~OI~URES 

Commi~io.e~ ~, deem 

T~  o~r~ion~ ~  ~ t~ e 

~i~ N~ ou~ 

C~ t~ out~  

Tot~ ~~~ ,or~ 

E~ o~y~r 

$ 48O.OOO ~ 4SS859 S ~24141~ 

2~000 18,798 

3~000 34~152 

~000 6~27O 73~ 
~600 333~ 281 

IO~OO0 91~ ~ 1 



 

sravlty nrain~ge nlstrict ~o. i of the 
Parish oz Livingston, state oZ LQulsla=~ 

A component unit of the Livingston Parish Council 

December 31, 2O02 

a. Organization an~ ~ tu=~ o~ Operations: 

Gravity Dr~~n~g~ Distrlot ~o. i of the Parish of 
Livingston, State of Louisiana (" the District") 
was ~reated ~ovember 22, 1969, by the Livingston 
Parish COUncil, as provided by Louisiana Revised 
Statute 38:1751. A board of five co~ issioners 
who are appointed by the Livingston Parish 
Council governs the District. For the year 2002, 
the District's regular staff consisted of ten 
employees, not including its commissioners or the 
manager. The District is authorized to 
construct, maintain and improve the system of 
gravity drainage (approximately 360 miles) within 
Ward ~ o of Livingston Parish, Louisiana. The 
main office for the District is located in PeLham 
Springs, Louisiana. 

~. ~eporting Entlty: 

The Livingston Parish Council is the financial 
reporting entity for Livingston Parish, 
Louisiana. The Livlngsten Parish Council 
appoints a votinq m~jority of the District's 
governing body and c~n impose its will on the 
District. Accordingly, the District ha~ eel determined to be a component unit o~ 

b
the 

Livingston P~rish CoUncil. 

The accompanying financial statements present 
information only on the funds maintained by the 
District and do not present information on the 
Livingston Parish Council, the general government 
services provided by that governmental unit, or 
the other governmental units that comprise the 
financial reporting entity for Livingston Parish, 
Louisiana. 



b. Reporting Entity: - (aontinued) 

The DistrAct has no entities or organizations 
that are required to be included in its financial 

oovern to~eP~rLeoaSl c i Accounting Standards Board Statement 
14. 

=. Basis of Statoment Presentation: 

The accountinq ~nd reporting policies of the 
District conform to generally accepted accounting 
principles (G~ P) of the United States of America 
as applicable to governmental units. The 
Governmental Accounting standards Board {GASB) is 
the accepted standard-setting body for 
establishing governmental accountin ~n 
financial reporting principles. In additqon, th~ 
accounting and reporting procedures conform to 
the ret irements of Louisiana Revised Statutes 
24:514, the Louisiana Governmental Audit Guide, 
and to the industry audit guide, Audits of State 
and Local Governmental units. 



(continued) 

d. ~una Accounting: - (continued 

The Genera Fun is the general operating fund of 
the Distr~ct ~nd accounts for all financial 
resources, except those required to be accounted 
for in other funds. All general tax revenues and 
other receipts that are not allocated by law or 

expenditures and the capital improvement costs 
that are not paid for through other funds are 
paid from the General Fund. The G~neral Fund was 
the only fund used by the District in 2002. 

8. Account Groups: 

An account group is a financial reporting device 
designed to provide accountability for certain 
assets and liabilities that are not recorded in 
the funds because they do not directly affect ne t 
expendable available financial resources. The 
following two account groups are not "funds". 

General PiEed ASSets: 

The fixed assets used in governmental fund type 
operations of the District are accounted for 
(capitalized) in the General Fixed Assets Account 
Group and Kre recorded as expenditures (capital 
ou a s in e overnmen a un es w en 
pu;~h~s~ ~str~ t 



Under the modified accrual basis of accounting, 
~evenu~s are r~cognized in the a~co~nt~n9 p~x~od 
in which they become both ,,available amd 

measurable." Available means due er past due an~ =eceivable within th~ curren~ period, an 
collected within the current period or expected 
to be collected soon enough thereafter to pay 
liabilities of the current period (no~ ally 
within 60 days unless special circumstances 
indicate otherwise). Measurable means the amount 
can be determised. 

The following are the revenue recognition 
policies used by th~ District: 

Ad v~lorem tax.s are recorded as receivables 
and deferred revenues ~t t~e time the tax 
l~vy is bill~d, xeven~es a~e recognized ~s 
the property taxes are received by the 
District from the parish Sheriff's office. 
In accordance with the modified accrual basls 
of accounting, the District also recognlzes 
ad valorem tax revenues as current Year 
revenues if they are received withim slxty 
days of year-end. 



 

The property tax revenues reported in these 
financial statements do not include any 
a~ounts that are due and remain uncollected 
b~ the Sheriff. However, property tax 
revenues include amounts withheld by the 
Sheriff to make "on-behalf pa~ ents for 
fringe benefits" which represent the 
District's pro-rata sha~e of retirement pla~ 
contributions for other governmental units. 
{See Note 8) 

~ I=vsstment ~n~ome is co=posed of interest 
income~ ~ealized gains and losses on the 
sale of investments, and changes in the fair 
value of investments. Interest income is 
recorded when it is both measurable and 
available. Realized qains and losses on the 
sale of investments are recorded at the time 

~ve~i~ts C~re reco~dedi baNedlr vt~ue t~ 
current share price of the open-end mutual 
fund. 

~ state ~evenu~ sharlnq aria sales tax ~evenues 
are recognized when they are both measurable 
and available to finance expenses of the 
current fiscal year. However, State revenue 
sharing is recorded as a receivable and a 
deferred revenue at the time the District 
receives notification from the Parish that 
it qualifies to receive payments during the 
current year. As the payments are made 
available to finance expenses of the current 
year, they are moved from deferred revenues 
into revenues of the current period. 

E~ @n~itur@~  

Expenditures are ~ecognized in the accounting 
Peri~d in which the liability is incurred, if 
measurable. 



(contlnu.d) 

g. B,dp~ azy P~ZlcZ ~=a s~ etarz Accou=ti=q~ 

The District prepares ~n annual operating b~dget 
on the modified accrual basis of accounting, which ~s consistent with generally accepted 
accounting principles (G~ p). The District's 
budget process aleo has to follow tbe 
r~qulrements of state law as set forth by the 
Louisiana LOcal Government Budget Act. 

The following procedures are followed in 
establishing the budgetary data reflected in the 
financial statements: 

Sefore th~ seeon~ Tu~s~d,~V~ o 
District prepares a budget

f November, the 
for th~ next 

fiscal year that begins January ~ Th 
operating budget includes p~op ose 
expenditures and the means of financing 
the~. 

The board members discuss the proposed 
budget at the regular meeting of the Board 
of Commissioners on the second Tuesday of 
November and set the date for the special 
public hearing on the proposed budget. 

The puhllc hearln~ to review and discuss the 
budget is held i~ ediat~ly before the 
regu arl meeting of the Board of 
C~mmissioners on the second Tuesday in 
December. The public hearing for the 
District's 2002 budget was held on December 
12, 2001. The public hearing for the 
District's 2003 budget was held December i0

, 2002. 

During it~ r~qular meeting that follows the 
public e~rln e oar 
adopts ~he bu~'et~h S d of Co~issioners 



g. Budgetary Policy and Budgetary Accounting: - 
(continued) 

Once the budget is approved, it can be amended by 
approval of a majority of the Board of 
co~ issioners. The process of presenting and 
approving budget amendments follows a procedure 
similar to the one used ts adopt the initial 
budget. There was one amendment made to the 
budget that was initially adopted for 2002. The 
amendment was approved at a regular meeting of 
the District's Board of Commissioners on December 
I0, 2OO2. 

All budget appropriations lapse at year-end. 

h. cash and CaSh Equivalents: 

Cash includes amounts in demand deposits, 
interest-bearing de~ nd deposits, and time 
deposits. Cash equivalents include amounts in 
time deposits and those investments with original 
mat~ritles of three months or less. Under state 
law, the District may deposit funds in demand 
deposits, interest-bearing demand deposits, or 
time deposits with state banks organized under 
Louisiana l~w or any other state of the united 
States, or under the laws of the United States. 
Cash and cash equivalents are presented at cost in 
the District's balance sheet. 

Investments are limited by Louisiana Revised 
statute (R.S.) 33:2955 and the District's 
investment poli=y. ~f the original maturities of 
investments exceed three months, they are 
classified as investments; however, if the 
original m~turities are three months or less, 
they are classified as cash equivalents. 



GASB Statement 31 requires the District to report 
its investments ~t fair v~lue on the balance 
sheet except for investments in non-participating 
interest-earninq contracts, such as non- 
negotiable certificates of deposit with 
redemption terms that do not consider market 
rates. This type of investment is reported using 
a cost-based measure, provided that the fair 
value of the contract is not significantly 
affected by the impairment of the credit standing 
of the issuer or other factors. 

The District uses the nonallocation method to 
account for prepaid items. Under this method, the 
entire payment for the prepaid item is treated as 
a current expenditure even though future periods 
benefit from the advance p~yment. 

k. General Fixed Asse~s and Depreciation: 

General fixed assets include any land, buildinqs, 
equipment, and vehicles owned by the District. 

All fixedasses are valued at historical cost ~ri if hlstorl ~ 
not avail~ble, NO oosts have been estimated 
because hlstoric~l cost information WaS available 
for all fixed assets. In cases where assets are 
constructed with borrowed money the interest 
expens~ paid on the related debt is capitalized 
as part of the cost of the asset. No 
depreciation has been provided on assets in the 
General Fixed Assets Account Group. 

It is the District's policy to capitalize 
purchases of moveable property costing at least 



l. infr~stEuctur~ 

m. Vacation an~ Sick Leave: 

All permanent full-time employees earn from i0 to 
20 days of vacation leave each year on their 
anniversary date depending upon the number of 
years employed. 

Vacation leave cannot be accumulated beyond one 
year. The District has not accrued Bny expenses 
relating to unused leave in the financial 
statements because earned but unused vacation was 
not a significant amount. The cost of current 
leave privileges is recognized as a current year 
expenditure in the General Fund when the leave is 
actually used. 

n. ~ransf,rs an~ Int,rfund Lo~ns~ 

Transfers are advances between funds that are not 
expected to be repaid. In cases where repayment 
is expected, the advances are accounted for 
through various F'due from'F and "due to" accounts. 

o. R~servations and Designations cf FUnd Balances: 

Reserved fund balances represent those portions 
of the fund balance that are either not available 
for expenditure or legally segregated for a 
specific future use. Designated fund balances 

financial resources as a rov~ by the Board of 
Commissioners. 



Managem,nt's Use of ~,timates: 

The preparation of financlal statements in 
conformity with generally accepted accounting 
prin~iples requires management to ~ake estimates 
~nd assumptions that affect certain reported 
amounts and disclosures. Accordingly, actual 
results may differ from these estimates. 

Total COI~  on the statements: 

The total columns in the General Purpose 
Financi~l Statements ar~ captioned "Memorandum 
Only" to indicate that they are presented only to 
facilitate financial analysis. Data in these 
columns do not present financial position or 
results of operations, in conformity with 
generally accepted accounting principles. 

Neith~d t~ h dat parable ha~ conso i a lon, Intergund eliminations not 
been made in the aggregation of this data. 

At December 31, 2D02, the District has cash and cash 
equival~nts totaling $789,143, as follows: 

Petty cash $ I00 
Interest bearing demand 
deposits at Hancock Bank 284,868 
Certificates of deposit at 
Hibernia National Bank 504,175 

Totals $~  
in eres earin 

one account which a a bank are 
balance of $289,849. The first $i00,000 of this 
bzlance is covered by federal deposit insurance. 
Accordingly, this amount is classified as a Category 1 
type credit risk by GASB Statement 3. Hancock Bank 
has pledged securities to cover the uninsured $189,849 
of deposits. GASB Statement 3 categorizes these 
deposits as ~ Category 2 type credit risk because the 
pledged securities are held in the District's name by 
custodial banks acting as agents of Hancock Bank. 



 

~ ~e certi:i=at~s ~: deposlt a~ ~i~er~i~ N~tio~  ~an~ 
represent nonparti=ipating interest-ear,ing investment 
contracts as described in GASB Statement 31. 
AcCOrdingly, they have been reported at cost in these 
financial statements. 

The certificates of deposit are secured from risk by 
$i00,000 of federal deposit insurance (Category i) and 
a pledge of securities by Hibernia National Bank that 
have a fair market value of $446,772. The amount of 
deposits that have been collaterslized by a pledge of 
securities is also a Cateqory 1 tyDe credit risk 
because the pledged securities are held in the 
District's name by custodi~l banks that are mutu~lly 
acceDtable to beth Hibernia National Bank and the 
District. 

Under state law, bank deposits must be secured by 
federal deposit insurance or the pledge of securities 
that are owned by the fiscal agent bank. The market 
value of the pledged securities plus the federal 
deposit insurance must at all ti=es equal or exceed 
the amount on deposit with the fiscal agent bank. 
According to Louisiana Revised Statut~ 39:1224, the 
pledged securlt~es are to be held in the nam~ of the 
pledqing fiscal agent bank at a holding or custodial 
bank that is mutually acceptable to both parties. 

Louisiana Revised Statut~ 3S:1229 imposes a statutory 
requirement on the custodial bank (entity holding the 
pledged securities) to advertise and sell the pledged 
securities within i0 days of being notified by the 
District that the District's bank has failed to pay 
deposited funds upon demand. 

Petty cash of $i00 is unsecured. 

I~VE~ TSENTS 

The District's primary purpose for investing is to 
earn in~erest in=om~ on money that has been determined 
to be in excess of immediate cash needs. Louisiana 
Revived Statute 33:29SS sets forth a list of the t~ es 
of investments in which a political subdivision =ay 
inve~t its temporarily idle funds. 



~ote 3 - I~ ESTM~ S - (contlnue~) 

Investments at December 31, 2002 consisted of the 
following: 

~ ou~t Maturity Rat~ 

9~,BO6 oi/03/03 1.83~ 
he,ms0 01/02/o~ 1.83~ 

~ut~al Funds: 
D~ ly P~ t C~  ~  89,369 Demand 0.62~ 

389,49~ 

The fair values of the District,s investments do not 
~aterially differ from their reported amounts. 

At December 31, 2002, the District had invested 
$212,356 in certificates o~ deposit at Hancock Bank. 
The certificates of deposit represent nonparticipating 
interest-earning investment contracts as described in 
GASS Statement 31. Accordingly, they have been 
reported at cost in these financial statements. 



 

?he Putnam u.s. GoW rnment I
ncom~ Trust t inv~stG onSy in U.S Gov t mu u~l f~n~ 

Obliger i Y he U.S T ' 
9 ,

l~ns ssued or guaranteed by U" reasury ~nd 
a encles. The~e were no 1 .'S" qovernment 
duzinq the year; ho

wever s2 ~s of th1~ mutual fund ~
ba
J
r~~ o~ tdlhe ~d~ennd 

The ~ist~ict,s mutu 1 f . assi d a und invRstment= hav 
t ~n~ a =ategorY cf C~edit r , e not b~en o he~ investments b~cause thi t isk Sl~lla~ to the 
not eV d d by "tl s ype ~f ~mve~tment is I ~nce , semurl es that b~ok entry ~orm. ~xlst in physical or 

e air va ue o ~usf ~ fun~ ~h~ Put,damb Thi
s unreali~ed galn~re~~ Y $2,21S during 2002. 

~t ~acember 31, 2001, the District own d ~ 
inv t t ' . On August 15 2002 i~n aY i~, es d d f S ' , B of this 

t d in the Dally P~smport C~sh Trust.
p d e 

The following is a s~
ary ~t December 31

, 
2002: ~f General Fund ~eeeivabl~s 

Ad valo~em t~~~s 
Allowance for uncollectible razes $265,578 
S~I~S t~x 
~t~te r~v~nue ~h~ring 3~,060 
Total recelvabies 3~ 269 

~he reeeivabl~ dellnque t t f~r ~d valore~ taxes ~ 

c~leotlon ~xpsrience, The rabased u~on historical 
200~ through Febr

uary 28 2003, have totaled about 90% ~f the gros~ tax levy." Ad Valer t l rom Drlor years that were remitt em ax ~o leetions 
the Llvingston pmrlsh She '~f ed to ~he District by 
between January l a~d y rl and Tax Collectoz 
~nc~uded ~s ad val ~

t 
ebruary 28

, 2OO3, ~ze als o~em 
ax~s receivable , 

o 



Nc~e 4 - RECEIVABLES - (continued 

The receivable for sales tax consists o axes or 

Board in January 2003. The receivable for State 
revenue sharing includes ~ll of the fund~ due to the 
District for 2002. Management has d~emad it 
unnecessary to set up an allowance for uncollectible 
accounts for the sales tax and state revenue sharing 
receivables because of the certainty of their 
collection. 



A sug ary of changes in general fixed assets follows: 

Balance Balance 
01-01-02 Additions Deletions 12-31-02 

Equipment $585~923 $ 9,229 $( 8,035) $ 587,117 
vehicles 158,432 49,737 (13,000) 195,169 
Building 86,63~ 86,G39 
Land 60,000 6O,0OO 
Furniture & 
Fixtures 8,331 1,403 ( 2.1811 7,553 

Nffectlve January I, 200~, manaNement change~ the 
accounting policy rel~ting to the District's 
capitalization threshold for movable fixed a~ et 
purchases by in~teasing the threshold to $1,00Q per 
individual asset from $250. This change was made to 
reduce the administrative burden of managing small 
dollar assets when the District implements GASB 
Statement 34 and to keep up with the trend of 
in~re~sing c~pitalization thresholds by local, stat~, 
and federal governments. The change did not have any 
effect on the curr~nt year's operations. However, the 
cumulative amount of movable fixed assets that have 
been deleted from the "investment in fixed assets" 
component of the District's fund equity as a result of 
this change was $9,936. This amount has been included 
in the current year~s deletion total of $23,216 in the 
schedule here above. 

The District's employees participate in the Federal 
Social Security program, thus the District is required 

contribution. For 200?, the current 
contributions was 7.65% of an employee's gross pay 
until the employee's annual gross pay equaled $84,900. 
The rate is reduced to 1.45% of an employee's gross 

guarantee any of the benefits granted by the 
Federal social Security program. None of the 
District's employees' wages exceeded $84,900 this 
year. 



Note ~ . R~TIR~ T ~ ~ S -  (continued) 
On Sanuary I, 1996, the District adopted the Putnam Prototype Simplified E~plo~ee pension Plan (SEp for i s ~m o ee ~ , 

~hd~ ~d ~ tt. r o O~lSSloners establishes ~n xvx ua r9 lrement accounts with Putn~  Investments for each ellglble employee to whom the 0istri=t will ma e a con ri u i
on as e erm ' b

ali ~u2etco~tribu~i~ns ~~e~d~
e
a
t~e~d~?~e~[ retlrement a~~ounts, all contr~but~on~ ~ ceived by an employee are 100% vested

. 

The employee may select ~tween ~eve~al investment options. The Distzict d~S 
Di
t
t~ ant~e the results of these investments. The s rxe's oard of Commissi

oners voted to contribute 9.0% of eligible wages ($89
,356) for 2002. 

P Y w o w~re ellglble to participat
e in 2002, TOt~l ~~oss payroll ~or el~ e~ployees includ ' q 

~ O r ~$~~jU~U~jS t 
C~~trihutions cannot exceed the lesser of 25% of each e lql~le employe~s 

comDensatlon, ~xcludinq ~ompensatlon in excess of $200 000 or $40 000 l
l~Ible employe~s include anyone ~t l~ast ' . has w k d f th D" t . t th f t age 21 who or e or e 

Is rle ree o he last five ~aars, and r~ceiVed at least $45D of wage~ durinq th
e ear. Members ef the So~r~ of Co~ issieners are not ~llgible to participate in the ~ p. 



~ote 9 - CONTInGEnCIeS 

The District is a defendant in a lawsuit wherein the 
plaintiff alleges that her property was damaged. The 
District's management and attorney have consulted and 
decided to vigorously defend this lawsuit. NO 
estimate of ~ny potential liability to the District 
can be made at this time; however, the District has 
insurance coverage for this incident and management 
believes the coverage is more than adequate to cover 
any damages should the District not prevail. 

~ote 10 - I~COM~ TAX~S 

The District is exempt from all Federal and Louisiana 
income t~~es. 

~o~e 11 - RISZ MANA~EMEN~ 

torts; thefts of, damage to, 
destruction of assets; errors and omissions; injuries 
to employees; and natural disasters. The District has 
purchased commercial insurance to cover or reduce the 
risk of loss that might arise should one of these 
incidents occur. There have been no significant 

settlements were made during the n pri 
three fiscal years that exceeded the District's 
insurance coverage. 

The District,s management h~s not purchased co~ ercial 
insurance or maad ple revision to cover or reduce the 
~isk of loss, as ~ result of business interruption and 
certain acts of Godf like floods or earthquakes. 

Tote IZ - ~ L~T~D pAR~y ~RANSACTIONS 

The Board of Commissioners has designated money 
towards the Gray,s creek Diversion project. This 
project is necessary to alleviate flooding which 
frequently occurs in Livingston Parish, Louisiana. 
The State of Louisiana is expected to provide a grant 
for this pro~ect in the next one to two years and the 
District will be required to provide matching funds to 
receive the grant. Until the money is needed, 
management has invested the money in a certificate of 
deposit, which has a value of $131,258 at December 31, 
2002, and is included as a cash equivalent of the 
General Fund. 



Each member of the Board of co~ issioners 
i re<r~]ar

S
org ~ 

special meeting of the board, not te exceed 36 
meetinqs in one calendar year. For meetings held 
January i, 2002 to March 12, 2002, co~ issioners 
received $60 per meeting. For meetings held ~fter 

i ~ $100 ~ meeting. Per diems were paid to e co~issioners 
the year ended December 31, 2002, as follows: 

Norman Fogg 
David Gres 
Richard Miller, 
George Provost 
Jessie Wheat 

Total 

~ r o~ tin~ Received 
26 $2,4OO 
e4 2.24O 

Jr. 28 
28 
28 

In June 1999, the Governmental Accounting Standards 
soard (GASB) issued Statement 34 "Basic Financial 
Statements and Management's Discussion and Analysis 
for State and Local Governments.,, This Statement 
establishes n~w financial reporting requirements for 
state and local governments throughout the United 
States. When implemented, it will require new 
information and restructure much of the information 
that governments have presented in the past. 



 

SChEdULE OF FI~ INGS m~  QUES~I0~ED C0S~S 

sr.vlty Drainage District No. i o~ the 
~arlsh o~ Livingston, State o~ Loulsi~n~ 

A Component Unit of the Livingston Parish Counoil 

For th. Year Ended December 31, 2002 

I have audited the ffinancial statements of Gravity Drainage 
District No. 1 of the Parish of Livingston, State of Louisiana, 
as of and for the year ended Decod er 31, 20C2, and have issued 
my report thereon dated May 2O, 2003. I conducted my audit in 
accordance with auditing standards generally accepted in the 
united States of ~ eri~a and the standards applicable to 
financi~l audits contained in Government Auditing Standards, 
issued by the Comptroller General of the united States. My audit 
of the financial statements as of and for the year ended December 
31, 2002 resulted in ~n unqualified opinion. 

sectlon ~ - s~ ary of Auaitor,s Reperts 

a. Report on Internal Control and Compliance Material to the 
Financial State.eats 

Internal control: 
Material Weaknesses yes X No 
Reportable Conditions Yes ~ No 

Compliance: 
Compliance Material 
to Financial Statements ~  Yes ~  No 

b. Federal Awards 

There were not any federal awards. This section is not 
applicable. 

Identification of Major Programs: 
This section is not applicable. 

Section II - Financial Statements Findings 

No matters were reported. 

Section fix - Federal Award Findlngs and Questioned costs 

This section is not applicable. 

se:tlon IV - Management Letter 

A management letter, containing minor findings, was issued 
by the auditor. It has been included later in this 
reporting package. 



 

SCHEDULE OF P~IOR YE~  ~UDI~ FI~ I~GS 

Gravity Dralnaqe District No. ~ of the Parish o~ Livlnqston, State of ou~s~ana 
A Component Unit of the Livingston ~arlsh coun~il 

For the Ye~= Bnded 0e~e~ er 31~ 2002 

Sectlon X - I~ RN~  CONTROL m~  CO.PLai CE ~ TE~I~L TO T~  
FIN~ el~  ST~ E~TS 

There were not any findings reported last year, 

Sectlon II - INTERNAL CONTROL ~ D eO~PLX~ eE M~TERI~  TO 
F~DER~ W~ DS 

NO~ applicable. 

No manaqem~nt letter was issued last year. 



 

SlA~A ~pA~ 

N ElL G . FEFIR A R 

~ 1 OLD .~ O~D H,~HWA~. S~,TE 

TO the Bo~ d of co~ issioner~, 
Gravity Drainage District No, ~ of the Parish of Livingston, 
state of Louisiana 

I have audited the general-purpose financial statements of 

Louisiana, (the District) a~ o~ and for the year ended December 
31, 2002, and have issued my report thereon dated May 20, 2003. 
I conducted my audit in accordance with auditing standards 
generally accepted in the United states of America and the 
standards applicable to financial audits contained in Government 
Auditing Standards, issued by the Comptroller General of the 
united Stat~s. 

As part ef my audit, I issued a report on the general- 
purpose financial statements, dated May 2O, 2003 and ~ report on 
internal oontrol and compliance over financial reporting based on 
an audit of financial statements performed in ac=o~dance with 
Government Auditing Standards dated May 2O, 2003. 

In planning a~d performing my audit of the general purpose 
f~nancial statements of the District for the year ended December 
31, 2002, I considered its internal control i~ order to determine 
my auditing procedures for the purpose of expresslng my oplnlon 
o~ the general purpose financial statements and not to provide 
assurance on the internal control. However, I noted certain 
m~tt~Ts i~ i~in~ the d~ i~n ~nd operation ~f th~ District'~ 
internal control that I consider important enough to report to 
you. For the cur~en~ audit, none of the matters adversely 
affected the District's ability to record, process, summarize, 
and report financial data consistent with the assertions of 
~a~aqe~ent i~ the ~en~ral purpose f[n=nci~i statement~. ~owever~ 
unless management acts to remedy the deficiencies, the matters 
could increase the risk of future financial statements being 
mBterlally misstated. 



 

My consideratiom of the District's isternal control would 
not necessarily disclose all matters in internal control that 
might be a reportable condition to management and~ accordingly, 
would not necessarily disclose conditions that are also material 
weaknesses. In addition, my tests of Compliance would not 
necessarily disclose all instances of noncompliance that may have 
occurred during the year. 

The following i~ems represent weaknesses in the District's 
internal control that I detected through my audit tests. Here 
below, I have described each matter amd what I recommend 
management do to correct the weakness. I will report on the 
status of management~s corrective action of these items in next 
year,s audit. 

IC-~: ;roceduzal ~ oakao~ . were Not.d in ~ e D~stri~t'. 
Internal Controls 

Internal control procedures are not bein~ followed as 
contemplated. During my review of disbursements, I 
noticed that there was not always adequate supporting 
documentation for all disbursements. The main problems 
related to distributors that Gravity uses on a frequent 
basis. The employees of the District charge day to day 
expenses on a charge account and then the vendor bills 
Gravity on a monthly basis, out of 40 disbursements 
tested, three did not have all supporting receipts 
attached to the invoice. 

A second problem noted was that not all invoices had a 
purchase order attached to each disbursement, out of 4O 
disbursements tested, three invoices did not have all of 
the necessary purchase orders attached. 

These results caused me to expand my procedures and look 
for supporting documentation for disbursements made in 
November and December. I continued to find the same 
patterns of m~ssing purchase orders in these two months. 
Eighteen out of 66 invoices did not haYS purchase orders 
attached to them. These eighteen do not include monthly 
invoices for ~te=s such as telephone and electric bills, 
which would not be expected to have a purchase order 
attached to the=. 

~ooo~ ondatlons: 

~ reco~ end that management do a better job of ensuring 
that all supporting documentation (receipts and purchase 
orders where Bec~ssary) are submitted to the bookkeeper 
before he pays the bills. 



IC-2: sEs sign ~ inlst~ tio= Poli~y no~  =or zztc~ the ~ax Laws 
of s~  Plan, 

I noticed in your AUgust 13~ 2002 board minutes that you 
had adopted a SEP policy which would make an employee 
eligible for a SEP contribution beginning in the first 
full quarter following their second anniversary of the 
permanent date of hire. This resulted in two employees 
receiving a contribution equal to 9% of their fourth 
q~arter wages for 2002. Unfortunately, the qualifying 
period for a SEP plan is based on a calendar year, rather 
than an anniversary year and needs to be followed that 
way. This is the second year that your policy has been 

followed, resul~inq in excess ~ping ($i
,123) and 2001 ($I,170). I =m 

b
h that 

following example will help to clarify the operatlcn of a 
SEP plan. 

Example: 
ABC Company, a calendar year company, maintains ~ SEP 
plan. Joe started working for ABC on october i, 1999. 
Joe worked 400 hours in 1999 a~d 2~000 hours in 2000, 
2001 and ~oo~. If ~oe is at beast age ~i and e~rned ~ 50 
or more in 2002, he must participate in the SEP plan for 
all of 2002. This means that his wages for all of 2002 
would be multiplied by the annual contribution rate. 

I reoo~ end that management dOUble-~heck with scott 
L~ndry's office to verify the eligibility and 
contribution rules r~lating to the SEP plan the District 
h~s through his office. Aft~ ards, the District shonld 
modify its policies and procedures to better comply with 
the SEP tax laws. 

This report is intended solely for the use of the District's 
Board of co~ issloners, management, the Livingston Parish 
Council, and the Leqislmtive Auditor of the State of LOUisland, 
and is not intended to be and should not be used by anyoDe other 
than these specified parties. 

Sincerely, 

Nell G. Ferrari. CPA 



 

Gravity Drainage Distr~ct NO. 1 of t~e 
~a~C~  o~ Liv~~g~to~, s~at~ of Louisiana 

component unit of the Livlngstom Parish Council 

TO the following oversight agencies for audit: 

Skate: Legisl~~i~m Auditoz of th~ State o~ i~uisia~a 
Local: LiviDgston parish Council 

G~avity Drainage District No. i, Denham Springs, Loulslan~, 
respectfully ~ub=its th~ f~ilc~i~g corrective action plan fer the 
year ended December 31, 2002. 

Name and address of imd~pend~nt p~blic accounting fi~  Nell G. 
Ferrarl, CpA, 14481 Old Ha~ ond H~qhway, suite 4, Baton Roug~, 
Louisiana, 70816. 

Audit period: For the year ended December 31, 2002" 

The findings from the December 31, 2002 schedule of findings amd 
questioned costs and management letter are discussed beloW. 

Z~ I~  CONTROL ~ D CO~ LZ~ 0E R~ ORTAB~E eo~ x~I0~S 
DEFICIENCIES 

There were no findings r~ported by ~he auditor that would 
require management to respond with corrective action in 
th~S sect~om. 

There wet@ no findings reported by the auditor that would 
requime =anagement to respond with co~rectlve action im this 
section. 

zc ~ - ;=o~ e.rax Br.a~ owns were ~ote~ in the n~~tr~ t's 
internal controls 

Management acknowledges the auditor's findings in this 
area and will seek to follow its procedures more 
closely in the future. 



IC 2 - sEP Plan A~ i~i~tr~tlon 

Management ~cknowledges the auditor's findings in this 
area and will meet with Scott Landry's office to resolve 
the matter. 

If there are any questions regarding this corrective action plan, 
please call Randy smith, the District's Administrative Secretary, 
at ~225~ 664-7579 


